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subject to the contract is a residential
mortgage loan.

§37.4 Refunds of fees in the event of
termination or prepayment of the
covered loan.

(a) Refunds. If a debt cancellation
contract or debt suspension agreement
is terminated (including, for example,
when the customer prepays the covered
loan), the bank shall refund to the cus-
tomer any unearned fees paid for the
contract unless the contract provides
otherwise. A bank may offer a cus-
tomer a contract that does not provide
for a refund only if the bank also offers
that customer a bona fide option to
purchase a comparable contract that
provides for a refund.

(b) Method of calculating refund. The
bank shall calculate the amount of a
refund using a method at least as fa-
vorable to the customer as the actu-
arial method.

§37.5 Method of payment of fees.

Except as provided in §37.3(c)(2), a
bank may offer a customer the option
of paying the fee for a contract in a
single payment, provided the bank also
offers the customer a bona fide option
of paying the fee for that contract in
monthly or other periodic payments. If
the bank offers the customer the op-
tion to finance the single payment by
adding it to the amount the customer
is borrowing, the bank must also dis-
close to the customer, in accordance
with §37.6, whether and, if so, the time
period during which, the customer may
cancel the agreement and receive a re-
fund.

§87.6 Disclosures.

(a) Content of short form of disclosures.
The short form of disclosures required
by this part must include the informa-
tion described in appendix A to this
part that is appropriate to the product
offered. Short form disclosures made in
a form that is substantially similar to
the disclosures in appendix A to this
part will satisfy the short form disclo-
sure requirements of this section.

(b) Content of long form of disclosures.
The long form of disclosures required
by this part must include the informa-
tion described in appendix B to this
part that is appropriate to the product

§37.6

offered. Long form disclosures made in
a form that is substantially similar to
the disclosures in appendix B to this
part will satisfy the long form disclo-
sure requirements of this section.

(c) Disclosure requirements; timing and
method of disclosures—(1) Short form dis-
closures. The bank shall make the short
form disclosures orally at the time the
bank first solicits the purchase of a
contract.

(2) Long form disclosures. The bank
shall make the long form disclosures in
writing before the customer completes
the purchase of the contract. If the ini-
tial solicitation occurs in person, then
the bank shall provide the long form
disclosures in writing at that time.

(3) Special rule for transactions by tele-
phone. If the contract is solicited by
telephone, the bank shall provide the
short form disclosures orally and shall
mail the long form disclosures, and, if
appropriate, a copy of the contract to
the customer within 3 business days,
beginning on the first business day
after the telephone solicitation.

(4) Special rule for solicitations using
written mail inserts or ‘‘take one’ appli-
cations. If the contract is solicited
through written materials such as mail
inserts or ‘‘take one’ applications, the
bank may provide only the short form
disclosures in the written materials if
the bank mails the long form disclo-
sures to the customer within 3 business
days, beginning on the first business
day after the customer contacts the
bank to respond to the solicitation,
subject to the requirements of §37.7(c).

(6) Special rule for electronic trans-
actions. The disclosures described in
this section may be provided through
electronic media in a manner con-
sistent with the requirements of the
Electronic Signatures in Global and
National Commerce Act, 15 U.S.C. 7001
et seq.

(d) Form of disclosures—(1) Disclosures
must be readily understandable. The dis-
closures required by this section must
be conspicuous, simple, direct, readily
understandable, and designed to call
attention to the nature and signifi-
cance of the information provided.

(2) Disclosures must be meaningful. The
disclosures required by this section
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